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Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, DC 20554

In the Matter of

)
Use of Spectrum Bands Above 24 GHz For g GN Docket No. 14-177
Mobile Radio Services )

COMMENTS OF VERIZON

INTRODUCTION AND SUMMARY.

Verizon supports the Federal Communications Comarniss(“Commission” or “FCC”)
proposal to reorganize the 39 GHz band (38.6-4B12)@nd resolve legacy issues that diminish
the promise of this important swath of spectrum3Grand other next-generation services. In
particular, with the modifications described beldle proposed 39 GHz auction design offers a
fair and reasonable approach that will foster aisplauction and promote efficient spectrum use
by incumbents and new entrants alike.

TheFourth Further Notice of Proposed Rulemakamifresses two key challenges to
repurposing the 39 GHz band: incumbent holdingdieensed in 50 megahertz blocks; and
there are hundreds of partially encumbered lice(lRestangular Service Area (“RSA”) licenses
that do not conform to Partial Economic Areas (“BBAand PEA licenses and channel blocks
that overlap and must protect those RSA licenséBken as a whole, the Commission’s
proposals provide for market-based reconfigurabibiine 39 GHz band, reduce encumbrances

that threaten the utility of this spectrum for %@&d create more contiguous spectrum holdings,

! Use of Spectrum Bands Above 24 GHz for Mobile R&diwices, et glFourth Further Notice
of Proposed Rulemaking, FCC 18-110, 1 4 (rel. Aj@2018) (Fourth FNPRM).
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while protecting incumbent licensees’ spectrum asaghts and advancing opportunities for

new entrants. To that end, Verizon:

Supports the proposed change in size of licensekblm the 39 GHz band (as well as
in the Upper 37 GHz and 47 GHz bands) from 200 eda to 100 megahertz,
which are more consistent with incumbent holdingghe 39 GHz band and the
baseline building block for 5G services channeimat

Supports the proposed 39 GHz auction design, wighwamodifications and
clarifications:

o The FCC should equate an incumbent’s offer to gelsh its licenses to an

upfront payment in the purchase of bidding eligiail If, however, an
incumbent wishes to be eligible to bid on more sp@c than it currently
holds, that incumbent should make a cash upfroyinpat to obtain bidding
eligibility for additional licenses just as any det would.

The FCC should set low minimum opening bids to enage participation
and provide for a robust auction.

The FCC should prioritize blocks supplied by incemblicensees over blocks
held by the FCC to encourage full incumbent paétion, with fractional
licensees receiving additional priority.

The FCC should apply bidding credits only to caafinpents required from
winning forward auction bidders.

The FCC should confirm that all nonparticipatingumbent licenses will be
converted into new licenses that conform with #enfigured 39 GHz band
plan (100 megahertz licenses in repacked frequenciehis confirmation will
enable incumbents to participate in the auctiomaewt recognizing gain for
federal income tax purposes—thereby encouragingmbent auction
participation.

Supports voluntary rebanding and, with modest chanthe pre-auction voucher
exchange.

o Voluntary rebanding has been hampered by new tas that exclude license

exchanges from “like kind” nonrecognition treatmeantler Internal Revenue
Code section 1031, and by the strict contiguityrdgdns found in the
Voluntary Rebanding Public Notice that often restiogical block re-
alignment. Because of this, certain incumbent® hakned to limited use of
modified Special Temporary Authority to gain comity in the Upper 37
GHz band. The proposed auction design and praeauwabucher exchange,



however, with certain clarifications and adaptagianll further the public
interest.

o The FCC should adopt a feasible pre-auction vouekeinange approach that
will soften the “rough edges” of fractional vouchkemnd decline to adopt its
proposal to restrict incumbents to the nearesgertep or down in their pre-
auction exchanges of vouchers.

* Urges the FCC to confirm that it will consider tsan the 47 GHz band as a
separate auction “product” from those in the 39 GHd Upper 37 GHz bands.

With these modifications and clarifications, Venzsupports th&ourth FNPRMand
urges the Commission to act swiftly to introduas tlewly reconfigured band into the 5G
marketplace.

Il. THE PROPOSAL TO RECONFIGURE EXISTING 39 GHz SPECTRUM

HOLDINGS, WITH MODIFICATIONS, IS A SOUND PATH TO RA TIONALIZE
THE BAND FOR 5G AND OTHER NEXT-GENERATION SERVICES.

The 39 GHz reconfiguration proposal in fheurth FNPRMis a significant improvement
from the original AT&T voucher auction concept tharizon opposed earlier this yeaiOf
particular relevance, the Commission’s auctionglesi with certain modifications and
clarifications as proposed in Part IV. below — wbnbt materially harm or disadvantage
incumbent 39 GHz licensees.

As an initial matter, th&ourth FNPRM’sauction design squarely addresses a key
concern Verizon raised earlier — that an incumB&nGHz licensee could be forced to make
additional payments to retain its existing spectusage rights. As contemplated, prior to the
assignment phase of the auction, no incumbent wger@rally be required to make a cash

payment to maintain the same level of 39 GHz baedtsum holdings. As the Commission

2 Seel etter from Charla M. Rath, Vice President, Verizto Marlene H. Dortch, Secretary,
FCC, GN Docket No. 14-177 (filed Apr. 24, 2018) €Nzon April 24, 2018 Letter”); Letter
from Gregory M. Romano, Vice President & Associ@eneral Counsel, Verizon, to Marlene H.
Dortch, Secretary, FCC, GN Docket No. 14-177 (fikaah. 25, 2018) (“Verizon Jan. 25, 2018
Letter”).



observes, the proposal to reconfigure the bandli@bmegahertz-wide licenses rather than 200
megahertz-wide channels will facilitate a realigmtngrocess for incumbent licensees that
currently hold 2 x 50 megahertz licenses, withalditional payment. Further, thécourth
FNPRMproposes a pre-auction exchange program — anothevation that will encourage
incumbents to voluntarily exchange licenses antregult in fewer PEAs in which an
incumbent retains a fractional voucher at the stftihe auction. Finally, any incumbent that
seeks either to use a voucher as credit to acguieeonfigured block in another PEA or to
exercise a “cash out” option — but who is left hieddan unredeemed voucher after the auction —
should retain a newly reconfigured 39 GHz bandseein the same PEA.

Overall, the proposal — with modifications desedtbelow — provides a fair and
reasonable means to reduce encumbrances and roergixisting holdings into contiguous
spectrum blocks. Commission action in this procegdill constitute another important and
groundbreaking spectrum reform that will help tarsipvestment and innovation and to ensure
U.S. leadership in the deployment of 5G services.

[l. THE MODIFIED 100 MEGAHERTZ CHANNEL BAND PLAN WILL

FACILITATE LICENSE REALIGNMENT AND MAXIMIZE EFFICIE NT
SPECTRUM USE.

Verizon supports the Commission’s proposal to ad@ft megahertz-wide license blocks
in the 39 GHz band, as well as in the Upper 37 @426-38.6 GHz) and 47 GHz (47.2-48.2
GHz) bands. As the Commission recognizes, foBh&Hz band, this change “should better
accommodate the repacking of incumbents,” whicttHermost part currently hold non-
contiguous paired 50 megahertz bloékblse of 100 megahertz-wide license blocks ratfmen t

the previously adopted 200 megahertz-wide framewoltisimplify the realignment process,

% Fourth FNPRM 9 (iting Verizon Jan. 25, 2018 Letter at 1-2).
* Fourth FNPRMT 9.



reduce the presence of partial licenses in the@adtion 39 GHz band, and aligns with the
3GPP’s 5G specifications for the bahd.

Further, as Verizon explained in ar parteletter in this proceeding, conducting a
voucher auction using a 200 megahertz block sizeldvoave serious weaknesses that could
cause existing spectrum licenses to be undervaoddorce incumbents either to pay more
money just to maintain their current spectrum pmsi or to accept a reduced amount of
spectrum in a particular marketA block size of 100 megahertz should boost pigetion in the
auction, significantly improving the prospects ifisrsuccess and advancing the Commission’s
goal of maximizing the efficient use of the bandrew 5G services while minimizing those
potential negative consequences.

More broadly, Verizon supports the 100 megaherénnbl size for the Upper 37 GHz
and 47 GHz bands as well which, among other thgbkprovide consistency across Upper
Millimeter Wave Flexible Use Spectrum (“UMFUS”) is1 Of note, however, Verizon
supports the Commission proposal to permit a lieerite aggregate licenses up to larger channel
sizes in any of these bands (e.g., 200 megaheB2®megahert?).

V. THE FCC SHOULD MODIFY AND CLARIFY ELEMENTS OF THE

PROPOSED AUCTION DESIGN TO ENCOURAGE ROBUST INCUMBENT
PARTICIPATION AND PROVIDE FOR AN EFFICIENT AUCTION PROCESS.

A. The FCC Should Afford Incumbent Licensees Full Bidahg Flexibility to
Foster a Robust Auction.

The Commission can encourage participation indgbition by affording full bidding

flexibility to incumbent licensee participants. $hull flexibility can take many forms, and the

®1d. 119, 10.

® SeeVerizon April 24, 2018 Letter, Attachment 2 at 5.
’ See Fourth FNPRMT 11, 12.

®1d. 11 10, 12.



auction procedures here should enable an incunibeagadily shift its license holdings. For
example, the auction process should allow an inannbolding a full voucher in one PEA to
use that voucher to acquire a full block in a déf#, equally valued PEA.

To the extent that an incumbent seeks to exchangecher in a PEA for a cash
incentive payment, it should be permitted to expteat intent up front in some way (e.g., by
making an opening round bid of zero), without cottimg to acquire a newly-reconfigured
license in that PEA, and it should be assuredithatl be compensated at the end of the auction
if aggregate auction proceeds are suffictent.

In a PEA where demand falls short of supply suei tine Commission does not need to
clear the existing spectrum holdings, incumbentdihg vouchers nonetheless should (as
proposed below in Section IV.D.) be afforded thaaypof either using the voucher’s value as a
credit against payments due for new licenses irséimee or other PEAs or accepting a cash
incentive payment’ If the Commission does not adopt our Section [\p@posal, then the
incumbent would simply retain its spectrum rigimshe PEA subject to being repacked to
different frequencies.

Finally, the Commission need not be concernedighgioposed auction about insincere
bidding — i.e., bids made abotleeir true value in order to increase the potemiegntive
payment a bidder would be pdil. Though insincere bidding remains a theoreticakjimlity,
the decision to auction the 39 GHz and Upper 37 §béctrum together presents such a large

supply of licenses (24 100 megahertz licenses)thigalikelihood of such behavior occurring is

% SeePart IV.D.infra.
104,
11 See Fourth FNPRM 25.



greatly reduced® This is because the ability of any one incumbertffect the auction price is
small and it would be difficult and risky for anyaumbent to seek to drive up prices by bidding
insincerely above its vouchered amount. Becausleeodctivity rules and the always-present
risk that a bidder’s request to reduce its demaag not be processed, such a bidder could be
“stuck” with demand higher than it truly demand&dding below vouchered amounts subjects
the incumbent to a different kind of risk, speatflg that it would be unable to preserve its
original holdings if demand and supply were to digaan a market at a point where its demand
was below its vouchers. In light of these risksumbents must bid wisely in each market to
preserve and equalize their holdings, and theyalikely to bid insincerely.

B. The FCC Should Equate an Incumbent’s Offer to Religuish its Licenses to
an Upfront Payment in the Purchase of Bidding Eligbility.

The Commission typically requires prospective bidde spectrum auctions to make a
refundable cash deposit (an “upfront payment”)dmaace of bidding in an auction to “protect
against frivolous or insincere bidding and prouvide Commission with a source of funds to
collect payment owed at the close of bidding.This proposed auction of 39 GHz spectrum,
however, conditions incumbents’ participation ie frward auction for new licenses “on
incumbents’ offering their existing spectrum usageéts in the auction™ Verizon has no
objection to this proposal, but the Commission #hoeicognize that in this setting, the

incumbents’ offer to relinquish fully satisfies tharposes underlying the upfront payment rule.

12\We focus here on the Upper 37 GHz and 39 GHz baBdsPart VI.infra discussing 47 GHz
spectrum as a separate auction “product” in an Uppe&sHz / 39 GHz / 47 GHz auction.

13 See Auctions of Upper Microwave Flexible Use Liesrfsr Next-Generation Wireless
Services — Notice and Filing Requirements, Minin@jmening Bids, Upfront Payments, and
Other Procedures for Auctions 101 (28 GHz) and ®32GHz) Public Notice, FCC 18-109, 1
50, 93 (rel. Aug. 3, 2018).

¥ Fourth ENPRMY 23.



The Commission therefore should modify the upfimagment procedures for this auction by
assigning bidding unit eligibility to each partiaijing incumbent licensee according to the
aggregate value (measured in bidding units basebeoklHz-pops) of its full and fractional
vouchers following the pre-auction voucher exchange

Having offered to relinquish its existing spectrusage rights, an incumbent licensee
that seeks only to replace its existing spectrutdihgs with the equivalent spectrum rights at
the close of the auction should not be requiretiaé&e a cash upfront payment. The
Commission generally requires upfront payments fppaspective auction bidders “[t]Jo ensure
that only serious, qualified bidders participate’*>..By definition, an incumbent 39 GHz
licensee that offers to relinquish spectrum usag@s has “skin in the game” without making a
cash deposit in advance of the auction. Of coufras, incumbent wishes to be eligible to bid on
more spectrum than it currently holds, that incumistould make a cash upfront payment to
obtain bidding eligibility for additional licensggst as any bidder would.

In addition to ensuring serious bidding, the Consiis typically requires upfront
payments in spectrum auctions to protect the gonent’s financial interests by providing “a
source of available funds in the event a penaltgtrbe assessed for bid withdrawal prior to
further payments® The design of the clock auction itself addreskese interests: the
Commission will process a bidder’s request to “dtitw” a bid (that is, to reduce its requested

demand for blocks in a PEA) only if the aggregagmdnd in that PEA exceeds supply at the

15 See Implementation of Section 309(j) of the Comratinhs Act — Competitive Bidding
Second Report and Order, 9 FCC Rcd 2348, 2377 {18881) (‘Competitive Bidding Second
Report and Ordej.

18 See idat 2379 1 176.



time the request is madé.Furthermore, there is no need to protect agaignent defaults in
this auction: an incumbent who seeks merely to @xgh vouchers for newly-reconfigured
licenses would use voucher credit for paymentHose licenses (i.e., no cash down payment or
final payment would be required), and an incumlvemd seeks only to “cash out” would have
no payment obligation¥.

In addition to fulfilling the purpose of the upfriopayment requirement, modifying the
upfront payment mechanism for the auction as sugddsere will serve the goal of encouraging
incumbent participation in the auction by equitat@gucing incumbent licensees’ costs of
participation.

C. The FCC Should Set Low Minimum Opening Bids.

Again, to encourage participation and provide foolaust auction, the Commission
should set minimum opening bids low. The highertiinimum opening bids, the less incentive
bidders will have to participate. And becauseheflarge number of 100 megahertz blocks that
will be offered in the auction, it is critical theite Commission set low minimum opening bids so
as to make a demand shortfall less likely. The @a@sion’s ascending clock auction design,
which allows a reduction in demand only when sugtllyws it, ensures that as rounds progress,
demand always will exceed or be equal to supplyusT the only way that a demand shortfall
can occur is if demand fails to meet supply indpening round. The Commission should seek

to avoid this scenario by setting minimum openires bow.

17 See Fourth FNPRNM 18 (“Bidders would be held to their bids, ashie forward phase of the
broadcast incentive auction, with the system oflibmang a bidder to reduce demand if
aggregate demand would not fall below the availabfgly of blocks in that PEA.”).

18 As noted above, incumbents seeking to acquire speetrum rights than they currently hold
would make a required cash upfront payment deposit.

9



Low minimum opening bids will most likely serve neaximize demand in the auction.
Too high a minimum opening bid can lead to inedfitilicense allocations if bidders who
otherwise should acquire the license, neverthelegbthe required bid to be beyond their value.
That’s why the Commission has often recognized sb#iing opening bids too high could
discourage competitioli. And the inefficiency of high minimum opening bidsexacerbated in
the ascending clock auction design, where excasau in a PEA affords bidders the potential
benefit of being able to shift their spectrum hodgh to another PEA. Although setting low
minimum opening bids carries the risk that voucrsdues will be low, Verizon (as a potential
“seller”) believes that, on balance, the benefitsoziated with beginning the auction with low
prices outweighs this risk because voucher owretesir the opportunity to bid on the licenses
for which they hold vouchers.

D. The FCC Should Prioritize Blocks Supplied by Incumlent Licensees Over
Blocks Held by the FCC If Auction Demand Does Not Met Supply.

To advance its twin goals of maximizing incumbeaittjgipation in this auction and
minimizing the number of partial PEA licenses ergtpost-auction, the Commission should
always prioritize the blocks held by incumbent tisees over those held by the FCC when
insufficient demand requires a choice as to whasekb should be relinquishél. For example,

the FCC clearly indicates that a shortfall in amgividual PEA will not keep the auction from

19 Seee.g, Auction of Licenses in the Lower 700 MHz Band Saleedfor May 28, 2003; Notice
and Filing Requirements, Minimum Opening Bids, OpfiPayments and Other Auction
ProceduresPublic Notice, 18 FCC Rcd 3138, 3174 (2003) (coaticig that the minimum
opening bids are set “not so high as to discoucagegpetition”);Auction of FM Broadcast
Construction Permits Scheduled For November 3, 2B@ice and Filing Requirements,
Minimum Opening Bids, Upfront Payments and Othestidn ProceduresPublic Notice, 19
FCC Rcd 10570, 10599 (2004) (adjusting minimum amgebids downward “to reduce the
possibility of unsold construction permits and bkelihood that excessive minimum opening
bid and upfront payment amounts could discouragé@uparticipation”).

20 See Fourth FNPRM 22.
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closing as long as “the total auction proceeds exdbe total incentive payments to be shared
with licensees relinquishing spectrum usage rights. The Commission should go one step
further and, at the close of the auction, make iti@ntive payment to each voucher-holding
incumbent in all PEAs (regardless of whether a dehshortfall exists in a particular PEA).
Prioritizing the redemption of incumbent vouchei send the clearest possible message that
the auction offers as certain a path as possiblthécurrent license holders to rationalize both
their spectrum holdings and the band.

If (1) the aggregate auction proceeds are insefiicio cover the amount needed to pay
all vouchers in all PEAs, or if (2) the Commissidoses to adopt a PEA-specific approach to
incentive payments and demand in a particular P& $hort of the total supply of blocks being
offered in the auction in that PEA, the Commissbould first use all incumbent-held blocks to
satisfy demand. Further, in the unlikely event ttemand in a PEA is less than the number of
vouchers in that PEA, the Commission should firakenincentive payments for vouchers
involving encumbered licenses, then for vouchelsetosed as credits against licenses won in
the auction (in that PEA or in other PEAS), anélinfor full vouchers to be used to cash out
and turn in spectrum usage rights.

Prioritizing the holders of fractional licenses lpitovide certainty — and thus the greatest
incentive to participate — to small independent Ri8énse holders who may wish to accept
incentive payments rather than spend heavily tohmage newly reconfigured 100 megahertz
PEA-wide blocks. Further, it will advance the Comssion’s goal to “reduce encumbrances and
create contiguous blocks of spectrum throughou8th&Hz and Upper 37 GHz band$."As a

secondary priority, because no incumbent shoulebeired to make a cash payment to

211d. 7 21.
221d. 7 2.
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maintain the same 39 GHz band spectrum holdings frithe assignment phase, any incumbent
that bids for reconfigured blocks in the same PBd&udd be able to use credits earned from its
vouchers to pay for those blocks. Finally, anyumbent that seeks either to use a voucher as
credit to acquire a reconfigured block in anothEARTI to exercise a “cash out” option, but is

left holding an unredeemed voucher after the ancsbould retain a newly reconfigured 39

GHz band license in the same PEA. This prioritimabrder will serve to clean up the 39 GHz
band as much as possible, advancing the publicesttén eliminating encumbrances and
maximizing the efficient use of the band for 5Geless services.

E. The FCC Should Apply Bidding Credits Only to Cash Ryments Required
From Winning Forward Auction Bidders.

The Commission is correct to propose that biddieglits in the auction be applied only
to cash payments for winning bids in the auctidtgrahe winning bidder has used its vouchers
to satisfy winning bid$® This limitation is needed in order to avoid titeiation in which an
incumbent that is qualified for a bidding credialsle to both retain its existing spectrum
position by bidding on new licenses and obtainnmemtive payment. Also because the FCC
used bidding credits in the original auction ofstdicenses, there is no need for it to offer
bidding credits again for the same licen&eSuch a result would amount to an abuse of the

voucher concept.

2 See idy 26

24 See Auction of Licenses for Fixed Point-to-Pointrielivave Services in the 38.6-40.0 GHz (39
GHz) Band Public Notice, 15 FCC Rcd 850, 863-864 (WTB 2000)
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F. The Commission Should Confirm that Non-Participating Incumbent
Licenses Will Be Modified, Thereby Clarifying Tax Consequences of
Participating in the Incentive Auction and Spurring Further Incumbent
Participation.

The Commission’s order in this proceeding shoudduitte confirming language to help
incumbent licensees establish that, if they pagrait2 in the incentive auction, they will qualify
for the same, generally favorable federal incomdr@atment that they would have had by not
participating. Incumbent licensees that do notigpate in the incentive auction will not
recognize taxable gain, even if all of their exigtB9 GHz licenses are “repacked” and converted
into new license$

When determining whether to participate in the msg auction, incumbent licensees
will consider whether doing so would cause themetiz€® and recogniz€ taxable gain. As
illustrated by three recent private letter rulingsued by the Internal Revenue Service to
participants in the Commission’s broadcast incengiuctior’” incumbent licensees should be
able to participate in the 39 GHz incentive auctathout recognizing taxable gain. To
establish that they can participate in the auctioth also qualify for gain nonrecognition,

incumbents can show that failure to participate litave resulted in the involuntary

*Seel.R.C. § 1033(a)(1) (gain is not recognized whespprty is compulsorily or involuntarily
converted into similar property).

26 An incumbent mayealizetaxable gain or loss by, for example, participgiimthe reverse
auction, and receiving vouchers in exchange fdicenses.

2" Gain or loss that igealizedwill not berecognizedor tax purposes if it qualifies for
nonrecognition under the Internal Revenue Codegfample, under section 1033.

8 SeelRS Private Letter Ruling, PLR 201821012 (Feb.ZmL8); IRS Private Letter Ruling,
PLR 201816008 (Jan. 10, 2018); IRS Private Lettdmg, PLR 201702034 (Feb. 1, 2016).
Although a private letter ruling may not be useaited as precederdeel.R.C. 8§ 6110(Kk)(3),
recently issued rulings are generally consideraddizate the views of the Internal Revenue
Service on the matters addressed.

13



conversion of their licenses into new licensesuptothe repacking proce$s.The Commission
can assist incumbents in making this showing byesgly confirming in the order that all
nonparticipating incumbent licenses will be congdrinto new licenses that conform with the
reconfigured 39 GHz band plan (100 megahertz lieemsrepacked frequencies). This express
confirmation will encourage incumbents to partitgm the auction by enabling them to
establish that they can participate without recoiggi gain for federal income tax purposes.

V. VERIZON SUPPORTS THE PRE-AUCTION VOUCHER EXCHANGE
PROPOSAL WITH MODIFICATIONS.

The Commission’s proposal to conduct a pre-auctarcher exchange significantly
improves on the original AT&T proposal for an intiea auction in 39 GHZ° Conducted
properly, the pre-auction voucher exchange wilalmitical element in helping the auction to
succeed. It should result in fewer PEAs in whinohrecumbent retains a fractional voucher at the
start of the auction. In those few instancesjribambent holding that fractional voucher can
choose either to bid for a full PEA block in theviard auction (the “pay and buy more
spectrum” option) or redeem its voucher for a aaskntive payment (the “sell and turn in
spectrum” option).

Verizon, however, proposes modifications to fostenore flexible exchange approach
that will soften the “rough edges” of fractionaluahers and avoid inequities for certain

incumbents. The Commission should decline to adsjproposal to restrict incumbents to the

29 See, e.g.IRS Private Letter Ruling, PLR 201821012 (Feh.Zm.8) (Noting that “[c]hoosing
to forego the Incentive Auction would have subjdctaxpayer to the repacking process,” and
concluding that “Taxpayer’s sales of Spectrum Right. to the FCC pursuant to the Incentive
Auction constitutes a disposition under the thoratmminence of condemnation for purposes of
§ 1033 of the Code.”).

30 SeeVerizon April 24, 2018 Letter at 1.
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nearest integer up or down in their pre-auctiorharges of vouchers. Rather, incumbents
should have flexibility to aggregate and exchamgetional vouchers with the Commission so as
to facilitate the spectrum holding rationalizatmirtheir choice. In a simple example, if an
incumbent has vouchers valued at 0.4 units in e&fiie PEASs that are deemed equal under the
Commission-determined exchange rate, it shouldoleta exchange vouchers in four PEAsS
with the Commission to bring its voucher in thefiPEA to a value of 2.0. In the secondary
market for spectrum, the Commission does not setsion the exchange of spectrum usage
rights (aside from spectrum aggregation concears),it should not do so in the pre-auction
voucher exchang®&. Each incumbent should be permitted to use thexied aggregate amount

of any fractional vouchers it holds to add full eters in any market so long as the aggregate
indexed MHz-pops of the new full vouchers do nateed the aggregate indexed MHz-pops of
the licensee’s relinquished fractional vouchers.

The Commission also should clearly specify as ssopossible the methodology it will
employ to develop its pre-auction voucher calcalaj and the inputs that will be used in those
calculations. In particular, the Commission shapécify (1) the population database it will
use, (2) the coordinates and depth of all RSA Besnand (3) the procedure it will use to
determine population coverage within RSA boundariBisese modifications and clarifications

will help to advance the goals of the pre-auctioncher exchange.

31 See Fourth FNPRM 34.

32 Verizon supports voluntary rebanding, but the Cassinn’s efforts to promote it have been
hindered by 2017 amendments to Internal Revenue Gection 1031 that exclude license
exchanges from gain nonrecognition, and by the M&seTelecommunications Bureau’s
requirements for contiguity in voluntary rebandingireless Telecommunications Bureau
Accepting Applications to Modify Existing Licensethe 39 GHz Band Pursuant to Voluntary
Rebanding Proces®ublic Notice, DA 18-619, at 3 (rel. June 14, 201
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VI. THE FCC SHOULD CONFIRM THAT IN THE UPPER 37 GHz /39 GHz / 47 GHz
AUCTION, IT WILL AUCTION 47 GHz BLOCKS AS A SEPARAT E AUCTION
‘“PRODUCT” FROM THE OTHER BANDS.

The Commission should confirm that, even with glkeirauction for the Upper 37 GHz,
39 GHz, and 47 GHz spectruthit will offer 47 GHz band spectrum blocks as datiént
auction “product” than the Upper 37 GHz and 39 Giidicks. This is consistent with the
statements in thEourth FNPRMthat the proposed auction design will enable then@@sion to
auction “the Upper 37 GHz and 39 GHz bands as nadonwide contiguous spectrum in a
single generic-block, clock auctiori”and that “unencumbered spectrum blocks in the Upe
GHz and 39 GHz bands can be treated as largelichaageable within a PEA In neither
case does the Commission make any reference @vtfdHz band.

There is good reason for this distinction. Beca&@&6&eneration Partnership Project
("3GPP”) has already identified the 37 GHz freques@s part of the same band class as the 39
GHz frequencied® Verizon finds it reasonable to consider 37 and8% a single product.

On the other hand, the 47 GHz band is not fungihtle the 39 GHz and Upper 37 GHz bands.
The work being done under the auspices of 3GPP demades that stakeholders are not

currently focused on the 47 GHz band as they atd@t/pper 37 GHz and 39 GHz barids.

3 See Fourth FNPRIVBeparate Statement of Chairman Ajit Pai ({W]e iat¢o hold a single
auction of the upper 37 GHz, 39 GHz, and 47 GHztspms bands in the second half of 2019.”).

341d. 1 15.
%1d. 9 17.

%6 3rd Generation Partnership Project; Technical Bipation Group Radio Access Network;
NR; User Equipment (UE) radio transmission andptoa; Part 2: Range 2 Standalone
(Release 15)Table 5.2-1: NR operating bands in FR& 12 (June 2018) (“3GPP Rel. 15").

3" See id.
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Also, as the FCC has recognized, there are opredtiifferences between the 47 GHz and 39
GHz bands that further distinguish the baffds.

There is another reason for the Commission to atglsirassess clock phase demand for
39 GHz and Upper 37 GHz blocks from demand for #Z Glocks. To do otherwise would add
ten more blocks to the supply against which demam@dch PEA will be assessed in each round
of the auction. This could result in demand ingmiicant number of markets falling short of
supply, choking off the auction prematurely.

The Commission has previously offered differentquas in the same auction where
there was good reason to do so. In the past,timndlock and simultaneous multiple round
auctions it has separated out particular blockizenses for bidding® Given the differences
between these bands described above, it shouldifikedistinguish these bands as different
products in this context.

Verizon also supports the proposal to allow vouglements “earned” from incumbent

holdings in the 39 GHz band to be applied to wigriids in any of the three bantfsTo

3 See Use of Spectrum Bands Above 24 GHz For MoadeRServicesReport and Order and
Further Notice of Proposed Rulemaking, 31 FCC R&t488155-56 1 411 (2016) (“Unlike in
the 28 GHz and 39 GHz bands, where FSS can usespéetrum to operate user equipment,
FSS would have to use some portion of the 47 G ba operate user equipment. Sharing
between terrestrial mobile and FSS user equipnsembre complicated, particularly where FSS
user equipment is transmitting.”).

39 For example, the forward auction component ofatwadcast incentive auction feature
restricted bidding on the “spectrum reservad Policies Regarding Mobile Spectrum Holdjngs
Report and Order, 29 FCC Rcd 6133, 6208-10 11 884c2014)), and in the 1990s, the
Commission set aside “Entrepreneurs’ Blocks” inBi@&S C and F Block auctions for bidding
only by qualified applicantsséelmplementation of Section 309(j) - Competitive BiddFifth
Report and Order, 9 FCC Rcd 5532, 55824f$818-127recon 10 FCC Rcd 403, 413-15 Y 12-
16 (1994)).

40 See Fourth FNPRM 16.
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further enhance auction participation, that propskauld be adopted even with 47 GHz blocks
offered as a separate auction “product” in the sauwtion.

VIl.  CONCLUSION.

The Commission’s proposed auction to reconfiguee® GHz band and afford
incumbent 39 GHz licensee the opportunity to ratize their spectrum holdings represents an
important step in advancing the use of these bordsG and other next-generation services.
With the modifications and clarifications suggeshedein, Verizon supports the Commission’s
proposals in th&ourth FNPRMand urges the Commission to act swiftly to add neable

spectrum into the 5G marketplace.

Respectfully submitted,
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